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OATH OR AFFIRMATION

I, Brent Hippert , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Hardcastle Trading USA, LLC , as

of June 30 ,20 12 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

None

T~

gnature

This report ** contains (check all applicable boxes): My Commission Expires 2/18/2015

HMORKX

*

0 ONEEONNNENE

: GEORGE MUMFORD
otary Public NOTARY PUBLIC
BALTIMORE COUNTY, MD

President
' Title
Why/ —
/7

(a) Facing Page.

(b) Statement of Financial Condition.

(¢) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

(o) Independent auditor's report on internal accounting control.

*For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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CITRINCOOPERMAN

Attest & Assurance | Tax Compliance & Research | Specialty & Consuiting

INDEPENDENT AUDITORS' REPORT

To the Member
Hardcastle Trading USA, LLC

We have audited the accompanying statement of financial condition of Hardcastle Trading USA, LL.C
(a limited liability company) (the "Company") as of June 30, 2012, that is filed pursuant to Rule 17a-5
under the Securities Exchange Act of 1934. This financial statement is the responsibility of the
Company's management. Our responsibility is to express an opinion on this financial statement based
on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the statement of financial condition is free of material misstatement. An audit includes
consideration of internal control over financial reporting as a basis for designing audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control over financial reporting. Accordingly, we express no
such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and
disclosures in the statement of financial condition, assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall statement of financial
condition presentation. We believe that our audit of the statement of financial condition provides a
reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all material
respects, the financial position of Hardcastle Trading USA, LLC as of June 30, 2012, in conformity with
accounting principles generally accepted in the United States of America.

August 24,2012

CITRIN COOPERMAN & COMPANY, LLP
529 FIFTH AVENUE NEW YORK, NY 10017 | TEL 212.697.1000 | FAX 212.697.1004 CITRINCOOPERMAN.COM

AN INDEPENDENT FIRM ASSOCIATED WITH MOORE STEPHENS



HARDCASTLE TRADING USA, LLC
(A Limited Liability Company)
STATEMENT OF FINANCIAL CONDITION
JUNE 30, 2012

ASSETS

Cash

Dividends receivable

Due from clearing broker-dealer

Securities owned, at fair value

Property and equipment, less accumulated depreciation of $1,333,782
Security deposits

Other assets

TOTAL ASSETS

LIABILITIES AND MEMBER'S EQUITY
Liabilities:
Securities sold, not yet purchased, at fair value
Licensing fee payable to Parent
Accounts payable and accrued expenses
Dividends payable
Notes payable to Parent

Total liabilittes
Commitments and contingencies (Notes 5, 6, and 7)
Member's equity
TOTAL LIABILITIES AND MEMBER'S EQUITY

See accompanying notes to statement of financial condition.

2

$ 258232
173,608
162,242,501
658,103,169
748 472

6,470

— 92,168

$.821,624.620

e

$ 762,563,580
1,881,370
354,792
401,728

35,100,000
800,301,470

21,323,150
$.821,624.620



NOTE 1

HARDCASTLE TRADING USA, LLC
(A Limited Liability Company)
NOTES TO STATEMENT OF FINANCIAL CONDITION
JUNE 30, 2012

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Otrganization

Hardcastle Trading USA, LLC (the "Company") was formed as a limited liability
company on January 16, 2003, under the laws of the state of Delaware to manage and
operate as a registered securities broker-dealer and to engage in the securities and
brokerage business. The Company is a wholly-owned subsidiary of Hardcastle Trading
AG (the "Parent"), a Swiss company, and is registered with the Securities and Exchange
Commission (the "SEC") as a broket-dealer. Additionally, the Company is 2 member of
the Financial Industry Regulatory Authority, Inc. ("FINRA") and a participant and
market maker on the Boston Options Exchange; and various other exchanges. The
Company clears its securities transactions on a fully disclosed basis through another
broker-dealer.

Since the Company is a limited Liability company, the member is not liable for the debts,
obligations, ot liabilities of the Company, whether arising in contract, tort, or otherwise,
unless the member has signed a specific guarantee.

Use of estimates

The preparation of a statement of financial condition in conformity with accounting
principles generally accepted in the United States of America ("GAAP") requires the
Company's management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosutes of contingent assets and liabilities at the
date of the statement of financial condition. Actual results could differ from those
estimates.

Securities transactions
Principal transactions are recorded on a trade-date basts.

Amounts receivable and payable for securities transactions that have not reached their
contractual settlement date are recorded net on the statement of financial condition.

Marketable securities are stated at fair value as determined by quoted market prices.
Securities not readily marketable are valued at fair value as determined by management.

Property and equipment

Property and equipment are carried at cost. Expenditures for maintenance and repaits
are expensed currently, while renewals and betterments that materially extend the life of
an asset are capitalized. The cost of assets sold, retired, or otherwise disposed of, and
the related allowance for depreciation, are eliminated from the accounts, and any
resulting gain or loss is recognized. Depreciation is provided using accelerated methods
over the estimated useful lives of the assets, which are as follows:

Furniture and equipment 7 years
Computer equipment 5 yeats
Computer software 3 years



NOTE 1

HARDCASTLE TRADING USA, LLC
(A Limited Liability Company)
NOTES TO STATEMENT OF FINANCIAL CONDITION
JUNE 30, 2012

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Concentrations of credit risk

The Company maintains its cash at a major financial institution in accounts that at times
may exceed federally-insured limits. The Company has not experienced any losses on
such accounts.

The Company is engaged in vatious trading and brokerage activities in which
counterparties primarily include broker-dealers, banks, and other financial institutions.
In the event counterparties do not fulfill their obligations, the Company may be
exposed to risk. The tisk of default depends on the creditworthiness of the counterparty
or issuer of the instrument. It is the Company's policy to review, as necessary, the credit
standing of each counterparty.

Investments in securities consist of securities of companies that are located primarily in
the United States of America.

Fair value measurements

In January 2010, the Financial Accounting Standards Board ("FASB") issued
Accounting Standards Update ("ASU") No. 2010-06, Improving Disclosures about Fair
Value Measurements. This update amends FASB Accounting Standards Codification
("ASC") 820, Fair Value Measurements and Disclosures, to tequire new disclosures for
significant transfers in and out of Level 1 and Level 2 fair value measurements,
disaggregation regarding classes of assets and liabilities, valuation techniques, and inputs
used to measure fair value for both recurring and nonrecurring fair value measurements
for Level 2 or Level 3. These disclosures are effective for reporting periods beginning
after December 15, 2009. Additional new disclosures regarding the purchases, sales,
issuances, and settlements in the roll forward of activity in Level 3 fair value
measurements are effective for fiscal years beginning after December 15, 2010. The
Company adopted certain of the relevant disclosure provisions of ASU 2010-06 on July
1, 2010, and certain other provisions on July 1, 2011.

FASB ASC 820 establishes a framework for measuring fair value. That framework
provides a fair value hierarchy that prioritizes the inputs to valuation techniques used to
measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices
in active markets for identical assets or liabilities (Level 1 measurements) and the lowest
priotity to unobservable inputs (Level 3 measurements). Categotization within the
valuation hierarchy is based upon the lowest level of input that is significant to the fair
value measurement. Valuation techniques used need to maximize the use of observable
inputs and minimize the use of unobservable inputs. Under the new standard, fair value
is defined as the exit price, or the amount that would be received to sell an asset ot paid
to transfer a liability in an ordetly transaction between market participants as of the
measurement date.



NOTE 1

HARDCASTLE TRADING USA, LLC
(A Limited Liability Company)
NOTES TO STATEMENT OF FINANCIAL CONDITION
JUNE 30, 2012

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Fair value measurements (continued)

The three levels of the fair value hierarchy under FASB ASC 820 are described as
follows:

Level 1 inputs to the valuation methodology are unadjusted quoted prices for
identical assets ot liabilities in active matkets that the Company has the ability to
access.

Level 2 inputs to the valuation methodology include: quoted prices for similar
assets or liabilities in active markets; quoted ptices for identical assets or liabilities
in inactive markets; inputs other than quoted prices that are obsetvable for the
asset or liability; and, inputs that are derived principally from or corroborated by
observable market data by correlation ot other means. If the asset or liability has a
specified (contractual) term, the Level 2 input must be observable for substantially
the full term of the asset or liability.

Level 3 inputs to the valuation methodology are unobservable and significant to the
fair value measurement.

On July 1, 2011, the Company adopted, prospectively, new accounting guidance found
in FASB ASC 820 for nonfinancial assets and liabilities, except for items that are
recognized or disclosed at fair value in the statement of financial condition on a
recurring basis (at least annually). Adoption of the new guidance did not have a material
impact on the Company's statement of financial condition.

Income taxes

The Company is a limited liability company that has elected to be taxed as a C
corporation. A C corporation is taxed as a separate entity under relevant tax laws.

The Company recognizes and measures its unrecognized tax benefits in accordance
with FASB ASC 740, Income Taxes. Under that guidance, the Company assesses the
likelihood, based on their technical merit, that tax positions will be sustained upon
examination based on the facts, circumstances and information available at the end of
each period. The measurement of unrecognized tax benefits is adjusted when new
information is available, or when an event occurs that requires a change. With few
exceptions, the Company is no longer subject to U.S. federal, state and local
examinations by taxing authorities for years ended on or before June 30, 2008.

The Company uses the asset and liability method of accounting for income taxes
pursuant to FASB ASC 740. Under the asset and liability method of FASB ASC 740,
deferred tax assets and liabilities shall be recognized for the future tax consequences
attributable to differences between the financial statement carrying amounts of existing
assets and liabilities and their respective tax bases. Deferred tax assets, including tax loss
and credit carryforwards, and liabilities are measured using enacted tax rates expected to
apply to taxable income in the years in which those temporary differences are expected
to be recovered or settled. The effect on deferred tax assets and liabilities of a change in
tax rates is recognized in income in the period that includes the enactment date.
Defetred income tax expense represents the change during the petiod in the deferred
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NOTE 1.

NOTE 2.

NOTE 3.

HARDCASTLE TRADING USA, LLC
(A Limited Liability Company)
NOTES TO STATEMENT OF FINANCIAL CONDITION
JUNE 30, 2012

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Income taxes (continued)

tax assets and deferred tax liabilities. The components of the deferred tax assets and
liabilities are individually classified as current and non-current based on their
characteristics. Deferred tax assets are reduced by a valuation allowance when, in the
opinion of management, it is more likely than not that some portion or all of the
deferred tax assets will not be realized.

Subsequent events

In accordance with FASB ASC 855, Subsequent Events, the Company has evaluated
subsequent events through August 24, 2012, the date on which the statement of
financial condition was available to be issued. Thete wete no material subsequent events
that requited recognition or additional disclosure in the statement of financial condition.

PROPERTY AND EQUIPMENT
Property and equipment at June 30, 2012, consisted of the following:

Furniture and equipment $ 118,198
Computer equipment 1,856,035
Software 45,956
Leasehold improvements 62,065
2,082,254
Less: accumulated depreciation (1,333,782)
Property and equipment, net $ 748472

NET CAPITAL REQUIREMENTS

The Company is subject to the SEC's Uniform Net Capital Rule 15¢3-1 (the "Rule")
and has elected to compute its net capital in accordance with the Alternative Method
permitted by the Rule. Under this alternative, the Company's minimum net capital
requirement is equal to the greater of 2% of aggregate debit items, as defined, or
$250,000. At June 30, 2012, the Company had net capital of approximately $20,466,000,
which exceeds the Company's minimum net capital requirement of $250,000.

The Company has elected, and Goldman Sachs Execution & Clearing, L.P. ("GSEC"),
as the Company's clearing-broker dealet, has permitted the Company to use SEC Rule
15¢3-1(a)(6). Pursuant to this rule, GSEC is responsible for absotbing the haircuts on
the securities owned by the Company.



NOTE 4.

NOTE5.

NOTE 6.

HARDCASTLE TRADING USA, LLC
(A Limited Liability Company)
NOTES TO STATEMENT OF FINANCIAL CONDITION
JUNE 30, 2012

RELATED-PARTY TRANSACTIONS

Effective February 1, 2004, the Company entered into a licensing agreement with its
Parent. On July 1, 2009, the Company and the Parent agreed to extend the agreement
through June 30, 2014. The agreement provides the Company with access to certain
software and know-how developed by the Parent, as well as to certain administrative
and management setvices provided by the Parent with respect to the Company's
trading, risk management, and back office operations. The agreement states that the
Company is to pay the Parent under the agreement based upon its return on utilized
capital, as defined in the agreement. At June 30, 2012, $1,881,370 is payable and 1s
included in the liabilities section in the accompanying statement of financial condition.

In addition, as more fully described in Note 6, the Company has received financing
from its Parent.

OMMITMEN

Effective April 16, 2008, the Company has entered into a master service agreement with
an unrelated entity. Under the agreement, the Company receives access to electronic
communications systems and facilities. In addition, the Company also occupies office
space within the service center. As of June 30, 2011, future minimum annual
commitments under the master setvice agreement are as follows:

Year ending June 30:
2013 $ 324,060

NOTES PAYABLE

The Company has entered into various non-collateralized promissoty note agreements
with the Parent to fund trading activities. The terms of these notes range between three
and six years. The notes require annual interest-only payments. The interest rate for
these loans is 130% of the monthly Applicable Federal Rate for mid-term loans, as
published by the Internal Revenue Service.

As of June 30, 2012, future principal payments required under the notes are as follows:

Year ending June 30:

2013 $ 6,700,000

2014 -

2015 =

2016 9,900,000

2017 18,500,000
$_.35,100000



NOTE 7.

" HARDCASTLE TRADING USA, LLC
(A Limited Liability Company)
NOTES TO STATEMENT OF FINANCIAL CONDITION
JUNE 30, 2012

FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK AND
CREDIT RISK

The Company enters into various transactions involving derivatives and other off-
balance-sheet financial instruments. These financial instruments include futures and
exchange-traded options. These derivative financial instruments are used for trading
activities and to manage market risk and are, therefore, subject to varying degrees of
market and credit risk. Derivative transactions ate entered into for trading purposes or
to economically hedge other positions or transactions. The Company has elected to use
the disclosure option codified in FASB ASC 815, Derivatives Instruments and Hedging, as set
forth to its derivative activities.

The Company records all derivative contracts at fair value. For this reason, the
Company does not monitor its risk exposure to derivative contracts based on derivative
notional amounts; rather, the Company manages its tisk exposure on a fair value basis.
Aggregate market risk limits have been established, and market risk measutes are
routinely monitored against these limits. The Company also manages its exposure to
these derivative contracts through a variety of risk mitigation strategies, including, but
not limited to, entering into offsetting economic hedge positions. The Company
believes that the notional amounts of the derivative contracts generally overstate its
exposure.

The Company does not apply hedge accounting as defined in FASB ASC 815 as all
financial instruments are marked to market, with changes in fair values reflected in
earnings. Therefore, the disclosures required in FASB ASC 815 are generally not
applicable with respect to these financial instruments.

In addition, the Company has sold securities that it does not currently own; therefore, it
will be obligated to purchase such securities at a future date. The Company has
recorded these obligations in the statement of financial condition at June 30, 2012, at
the market values of the related securities and will incur a loss if the market value of the
securities increases subsequent to June 30, 2012, prior to the Company "closing" its
position.

Fair values of options contracts are recorded in securities owned or securities sold, not

yet purchased, as appropriate.

Substantially all of the Company's amounts due from broker and dealer and securities
owned are held at its clearing broker and are, therefore, subject to the credit risk of the
clearing broker.



NOTE7.

NOTE 8.

HARDCASTLE TRADING USA, LLC
(A Limited Liability Company)
NOTES TO STATEMENT OF FINANCIAL CONDITION
JUNE 30, 2012

FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK AND
CREDIT RISK (CONTINUED)

The following tables present additional information about derivatives held by the
Company, including the volume of the Company's detivative activities based on the
number of contracts, categorized by primary risk exposure, and reflected on the
statement of financial condition as of June 30, 2012:

Assets
Classification in Statement of Number of
Primary Risk Exposure Financial Condition Fair Value Contracts
Securities owned, at fair value
(Notional amount -
Equity option contracts $4,530,031,227) $_326,147.642 1,085,188
Liabilities
Classification in Statement of Number of
Primary Risk Exposure Financial Condition Fair Value Contracts
Securities sold, not yet purchased,
at fair value (Notional amount -
Equity option contracts $4,396,482,580) $ 352667745 _ 1173147

Market risk is the potential change in an instrument's value caused by fluctuations in
interest rates, equity prices, credit spreads, or other risks. Exposure to market risk is
influenced by a number of factors, including the relationships between financial
instruments and the volatility and liquidity in the markets in which the financial
instruments are traded. Derivative financial instruments involve varying degrees of off-
balance-sheet market risk. Changes in the market values of the underlying financial
instruments may result in changes in the value of the derivative financial instruments. In
many cases, the use of derivative financial instruments serves to modify or offset market
tisk associated with other transactions and, accordingly, serves to decrease the
Company's overall exposure to market risk. The Company utilizes various analytical
monitoring techniques to control its exposure to market risk.

Fair values of derivative contracts in an asset position are included in "Securities owned,
at fair value" in the statement of financial condition. Fair values of derivative contracts
in a liability position are included in "Secutities sold, not yet purchased, at fair value” in
the statement of financial condition.

EMPLOYEE BENEFIT PLANS

The Company adopted a 401(k) retitement plan (the "Plan") to provide retirement
benefits for its employees. Employees may contribute a percentage of their annual
compensation to the Plan, limited to a maximum annual amount as set periodically by
the Internal Revenue Service. In addition, the Plan provides for discretionary
contributions as determined by management.



NOTE 9.

NOTE 10.

HARDCASTLE TRADING USA, LLC
(A Limited Liability Company)
NOTES TO STATEMENT OF FINANCIAL CONDITION
JUNE 30, 2012

OINT BACK OFFICE

The Company has a Joint Back Office ("JBO") clearing agreement with GSEC. The
agreement allows JBO clearing agreement patticipants to receive favorable margin
treatment as compared to the full customer margin requirements of Federal Reserve
Regulation T of the Board of Governors of the Federal Reserve System. As part of this
agreement, the Company is required to maintain 2 minimum liquidating equity (as
defined) with GSEC.

FAIR VALUE MEASUREMENTS

Assets and liabilities measured at fair value are based on one or more of three valuation
techniques. The valuation techniques are as follows:

(a) Market approach. Prices and other relevant information generated by
market transactions involving identical ot comparable assets or liabilities;

®) Cost approach. Amount that would be required to replace the service
capacity of an asset (teplacement cost); and

(© Income approach. Techniques to convert future amounts to a single present
amount based on market expectations (including present value
techniques, option-pricing and excess earnings models).

The following table presents the Company's fair value hierarchy for those assets and
liabilities measured at fair value on a recutring basis as of June 30, 2012:

Valuation
Level 1 Level 2 Level 3 Total Technique
Assets:
Securities owned, at
fair value:
Equity securities, long $331,945,527 $ - $ - $331,945,527 (a)
Options, long 326,147,642 - - 326,147,642 (@)
Not readily marketable
securities - - 10,000 10,000 ®)
Total $658,093,169 § - $ 10,000 $6358,103.169
Liabilities:
Securities sold, not yet
purchased, at fair value:
Equity securities, short $409,895,835 § - $ - $409,895,835 (a)
Options, short 352,667,745 - - 352,667,745 (@)

Total $762563580 $o o S $762563,580
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NOTE 10.

HARDCASTLE TRADING USA, LLC
(A Limited Liability Company)
NOTES TO STATEMENT OF FINANCIAL CONDITION
JUNE 30, 2012

FAIR VALUE MEASUREMENTS (CONTINUED)

Equity securities are included in Level 1 as they are valued at quoted market prices (the
market approach). Not readily marketable securities are stated at cost which

approximates fair value.

The following table presents a reconciliation of beginning and ending balances of the
fair value measurements using significant unobservable inputs (Level 3):

Other
Investments
Balance - beginning $ 10,000
Purchases -
Sales -
Settlements -
Balance - ending § 10000
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